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P'ro. a.. aamsely

'bject e S'uestio>zh for further interroga-
tion o Joh anesf s_~.32.

In your interview scheduled with Bernhardt for
Tuesday, !arch 12, you 8s:; wish to develop the follow-

ing suggestions, data in respect of which would be

uost usefal .

1. Bernhardt, in hio previous conversation with

you, stated that the fl(. ii. clearing h:-i been

initiated by a Gera-n credit in the arount of of
)v ua.llion. Thin sua represented the amount whioh

Loyalist Spain owed Gerr.ny at the tine when the comL-

:ercial clearing. between Loyalist 'ain and Germany
vias terminated.

.Srich Gaebelt on the other hand, makes no
rention of his creit, and states that the TTIJEA-

:; A: clearin: was initit ed by atual credits of
1.. million (on the !art f Ger'.sany) and Ytas. 4G

milio:. (on the .art of t:e 3paniards). :eebelt
stateu that he was Bernhardt's right h^nd man in dIShA

d n. the ivil :rperiod, and was in direct charge
of GermInn deliverie to ax. If thic is true, he
should know what he is trlki^ about, and Bernh~brdt

should be quericd to clear .:p tipe ::ttc of initial

crec:its and whbc We? :ho Wiati as of the a) beginning,
and b) end, of the .- !:'. clearinc.

2. Althoug n Gaebel., and Bernhardt all

state that the : A-..: learin:. was in "subutan-
tial b.lence" as of t e ;rd of the Civil .ar (mid-1939),
,there was apparently a period of accountinaL., extending
into 194u, which vas recuired to acnieve this result.
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During this period of accounting, the Institut.. :ppar-
ently did two thin;;s:

a. it took a census of existint; 'erenan arrearages
in respect of the spanish .. tate and/or its
nationals, and

b. it conoclida Led in ac.io :.ashion amount which
Loyalist dipain cwed to Gerany (stated by Bern-
hardt to be 3. million).

This subject should be doveloped with Bein-
hardt toward the end of ascertaining exactly what
happened and how. The develolment of this subject
wil also lead into another field in ;which we lach
definite information, i.e., the irochanics of the transfer
of {3ItfA functions in respect of the clearind to the Ins-
tituto Espahol de Ioneda Extranjera, and the manner in
hich the Geanan clearing housoe (Deutsche Verroc nungs-

kaose) entered the picture on the Gerian side. Interro-
gation on tbio subject,. In turn, should require Lern-
hardt's explanation of the exact relationship between
RC.':AK and leutsche Verrechnungakasse (our information
to date, based on fethke's statements, indicates that
Deutsche Verrechn:;ngukatee merely acted as banker for

3. The Ansohluse between Germany and Austria
occurred during the Spanish civil war, and during the
tenure of the HISFJ).k-tiL.AX clearing. Bernhardt should
be queried, accordirglyj, on his knowledge of any Aus-
trian arrearages to Spain or Spanish arrearages to the
iormer Austrian State which may have been involved in
and settled through the clearing.

4. Bernhardt unquestionably knows as much as any
German in spain about the Baerprogramm. The armaments
investigations being conducted by Lr. Noel and myself
indicates that P. Bethke (head of RLL.) was the prin-
ciel negotiator; the only other name identified in
the I.exmaan cornmission which negotiated the program in
ladrid is that of a German naval officer named L3=S.

You will recall Becker's statements to the
effect that the delivery of :1 16, million involved in
this progran did not affect the German overdraft in the
clearing, and gave rise to a clai of _S 4 million on
behalf of the Spanish .:ar idinistries. The armaments
agents interviewed state, almost vithout exception,
their belief that the payments made by the S panish
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aar Ministries for these deliveries ;tere Lade cutside
the coeercial cloarin;; some (inoludin; Lallet and
Gaebelt) believe that the dpaniuh .ar .inietries made
payment directly to . Gaebelt has s'ated that
Bernhardt should know hows paynent vas .. ade. It strikes
moe as entirely possible that theae payaents for muni-
tions delivered under thc 3aerprogam explain in largme
part L.e "ocret Vando" of Bernhardt(althugh this is
not intended to disp_.el ,he :otheoi. that theae also
cane from sales o" .;old).

All of this points to the necessity o inter-
roatind~ Bernhardt closely on all aspects of the 3aer-
proraom and on the vanner of payment. Inaoutch as we
last week telegraphed :.u to interrog;ate Bethke
and Becker on -ne subject, it i u hoped that jithin a
few weeks we nay. be able to test the veracity of any
statements which iernhardt may make on this subjeot.

I ca convinced, however, that he is in a
position t; disclose the whole story if ha so chooses.

5. You will recall that a corollary of the Baer?
_progra was. e ayment by da"in in inatailontu be-
ginning Gotoher 1943 ant cndin iln January 1944 bi
Rdd 100 million, in its ;eseta equivaleit, toWard the
aranish Civil aar debt to dre.-any. Gefrtli~a.ounts of
t lis aum were earmarhed for thie procu.emient of specific
materials, some of it eaar ed for the payneut of
wolfram export taxes, and sove o ii was delivered to
t he Gerawn "rbassy in adrid. 1 , as the prin-.
cipal German .procuraent .genoy ~-E~ rpairi, unguestionably
has all details in respect of the expenditure of this
money, and Bernhardt should, accordingly, be able to
explain them,

In audition to a breaa:down of the aounta
allocated to eacn purpooe, we should have the following
additional inuormation:

o. 2o what exten L did tiCo poesession of tile
.Pe l nillion allocated to procurement

of raw materials sufiice to finance the Ger-
ran procurement pro;ra;_ until sumer 1944, as
stated by hoenning'Y In other words, were all
German procurerents until sum-ler 1944 allocated
out of thio l= 1 illion, or es i t supple-
ronted by suvis; which the Spanith r i. iJistries
i::.y have corterorancotsly rlaced c t..te dis-
posal ci 3: FIlmUb for nitions delivexe4 un'ler
the Pasrprogrm

b.
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o. iow -,.s the payment of thin inatallment cn
the spanizi! Civil .;ar debt recorded and ac-
counted for in respect of tae 2inistry of
Finance end/or the Iiotituto de Sonedn Ex-
trapn jr, anw, was :oppropriate b:det
entry nAe or recorded?

c. >ercury V;ra one of the ite:s ar :ar:ed for
procureen°;t -.ri. .hat portion of the pay-
i:;ents allocated to acqatition of ra oi=te-
rial. The British are interested in securig
a breakdown of mercury shipmonts; vhich nay
have been made durin; this period.

6. .ernhardto 'no.;1cd e ohould be probed, ox
course, in respect of the receipt of gold shipments to
reduce the Jerman overdraft in the clearin ,. In this
connection it will be recalled that dete, do la Puerta,
and Navasques acknowladSed in various converoations
with Mr. Ackerman tha.t snzn.o fold had been received to
reduce the Germaan overdraft in the clearing and tbit
Huete, in one of these conversations, indicatod that
Spain my have received as much as 5 - it tons of ;;old
for this purpose.

7. Bernhardt's opinion on the final clearing
balance and the amount of any German deficit which he
acknowledges should also be soug ht.

83. The natter of the "consolidated clearing debt"
of RM 7C million (later consolidated into Ptas. 300
million) should also be explained. 6oenni5's testi-ony
on this point is somewhat confused in that he indicates
that Gernany nay have been granted a corresponding
credit, whereas all other information in our possession
indicates that this "consolidated debt" was no more than
an earmarkirz; of a portion of the Geman overdraft into
a final debt running; between the German clearing house
and the Spanish clearing house, and that its due date
was originally fixed as :.ovenber 3:, 1944 and eubse-
quentl5 extended to November 3C, 1945.

9. *e are considerably ignorant in respect of the
mechanics of the clearing and the number of accounta
comprised therein. Bernhardt should be asked to explain
this matter, and the usual procedure employed in trans-
mitting capital suns from one coutntr; to the other. This
is an important point in connection with pending clair:s
of 5XINDUD against the Instituto dspaiol de 'oneda r-
tranjera, as you are aware, and it remaino a Mystery why
the Inatituto did not apparently enter a corresponding
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credit in Reiche arks aon receipt Jf telegraphic ad-
vices from (uaAJ and the German clearin;; house tha t
corresponding sums had been deposited in Berlin, since
it appears to be raairly well estcblisied that the ins-
tituto did not operate on a telegraphic basic vis-w-vis

AKu and the Geman clearing. Bernhardt should be
asked to explin on :vhat basis tho clearing did operate,
and to Give precioe information of the zecuanica of
remitting a sum paid into the clearing.

1w. Brnhardt should be nucried on whether the
German debito in the in3tituto are tio ultimate respon-
sibility of the Instituto and/or the Spanish State
(through seci-official banks such as the Banco. Central,
the Banco exterior, et cetera), or the responsibility
of private banks which ave aivanced bank credits.

lhe sense oz this inquiry should be to ascer-
tain whether the Gearaan overdraft in the clearin:, is
reflected in Spanish bank credits which may still be
outstanding, or whether it consists of an obligation
running from the Instituto or some other official or
semi-official adjunct of tie Spanish etate.

11. Inouiry should be made into what, if any,
efrect the change in the exchange rate of the Reichs-
mark vis-A-vis the peseta had in calculating the Civil
sar debt and the arrearages in the commercial clearing.

12. Koenning states that partrof the trade agree-
ment of 1943 provided that spain should pay 1355 of the
pre-war price for certain German goods (principally mili-
tary materiel) and reduce the sales price of certain
Spanish articles sold to Germany.

ernhardt should be queried on this toward
the end of

a. ascertaining in more detail the true state of
facts and the type of goods involved, and

b. ascertaining w.. ther the arrangement-which
was not reflected in ..panish trade figures--
may have in an. way reduced the German over-
draft in the clearing.

In this connection, you will recall the unexplained
reduction in the German overdraft in the clearing be-
tween the 1943 trade agreement and v-2 Day.

Because
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Because answers to certain of the abbve qu.estions
may conceivably be supplied to Er. Randall in future
conversations which he :ay have with iiuete and Linistry
of Commerce officials, a copy of this L.emorandum is be-
inG forwardod to hin for his iiles.

H. C.
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